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Thursday, September 14, 1922, 


‘The most. important thing we have found to report upon is the 


question of the eventual owiership of the property. Under 


r pore present scheme of things, the transmission lines, and 


sfomer stations are being amortized in a period of 
‘years by direct pate to the various vata igachtios 


an chy teh al Be what has been determined to be their 


equitable interest in these lines, I am taking the Niagara 


Syste as an example. “The generating system, which is by” 
far the most important, on accomt of the total amount invested, 


is being amortized Sires sinking funds by charges 


in the costs of power, They are not being tabulated in any 


way so as to show what the interests of the various mmicipal- 
ities are in respect of the property. The amortization charges, 
or rather the sinking fmd provisions, in yespect of transfo mer 
stations and transmission lines, are separately charged to the 
mmicipalities, These are shown, are tabulated and are” 


ey from year but the Vvexy mich Tanger inyertinnt in 
~ the vanwiahlge er inelvded in the cost of power per wit 
and is not separately determined for each municipality to 


plant TT) oe 


show how much of that sinking fmmd was derived from each 


mmicipality. We think that is important, It is easily 
determined and should be detemsined from year to year because, 


the operation of the renewal reserve - which is 


through 
practically a depreciation reserve + it is intended that the 
properties be maintained at their original vaine, It is 


certainly to be tuken that, at the end of thirty years, they 
will be of the same value as they are today and they will 


then have been entirely written off, through the operat ion 


of the sinking fund, ‘The various mmicipalities then will 
have paid for that property in their power bills, Stippose, 


“et the end of Snir t hei that ‘the present investment, 


has pean wiped ott amerti nels and! suppose that:a. new 


mumicipality should come in and use the power, The mmicipali- 
ties that have been using power for this thirty year period, 
amortization period or sinking fund period, will have paid for 
this property. Their interests will not be identical but 


“that will depend ‘upon how many years they have been in the 
_ System and paying for the sinking fund, After the properties 


have been Bans ber} off, the new mmisipslitios come in that have 


not previously been using power. It is not fair to the mmici- 


palities who have paid for the property to allow these: 
new mmicipalities to come in at the same rates, 
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 ummicipalities joined together and 


5+ ga ine 
What difference would it make to a mmicipality whether 
it ome. a Lente Ansexess or a roe tecab pgs interest? 


en Tenved iad Lele UEe ten who bad’ yatd 

this Ome Imodired thousand dollars; then we take in a new 
municipality, Is it fair to the one hundred mmicipalities, who 
have paid for the property +o charge them the sane amount 

per h.p. for power as the new mmicipality, 


Under the Statute, do they not have to give them all the 


No. 
i do not ttt that ‘there is “earthing to that ettents 


When the whole sabia was first started, there were swventeun. 
they | ed inte this” ~~ 
contract and the Hydro Zlectric had a contract with the 
Ontario Power Company to supply them with power, which they 
tumed over to these mmicipalities and these mmicipalities 
went in when the transmission lines were built. Since then, 


of course, nmmireds of mnmilcipalities have come In and the policy of the 
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CHATRIAN: 


MR. BONTHRON: 


Hydro-Klectric has changed and they have gone into the 
generating of power so that the people who came in originally 
are now saddled with the capital cost, not only of transmission 
lines but of generating power, The first year they had 
seventeen uumicipalities, the next year 22 and so on along 

the line, So you would get inte a tremendously complicated | 
sitwtion and another thing; at the end of thirty years, the 
demand for power would be such that Seay was have to 

wah another ee erate | 


It ie possible that there would be ilanty to be suiportdived 
that would not be taken care of by the operation of the , 
sinking fund at the end of thirty 6. That is just why I 
think the relative interests of a “unde tpal td ex in the 
property should be determined, and kept up to date from year 
to JOBE 


A muniber of aectwtines Ste enveren into a contract with a 
Company to supply them with power, If they had continued in 
pres manner they would have had their paver for less than 
bee t it today but the old mmicipalities assumed the 
ity for the Chippawa development which, for themselves, 
‘iia Ail hoteles ‘Wh aheas ake nae for the large mauber 
Of MERIAL ESE WARE DEE” coe Sk a Ve Se 


Jast another reason, I thinly in hace terol of our Cottention. 


Con viet enteaiialne jndee ene Statute?” Is the Statute 
comise and clear enough for you to determine? — 


I believe the -tatute merely says that the title of the 
properties will be “vested im the mmicipalities", @hat, I 
think, in itself, allows sufficient latitude to determine 
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the relative interests on an equitable basis, We 
propose, if it meets with your approval, to report o 
that situation and to sumgest a method of determin’ 
the relative interests fron year to year, 


tie interest would vary every year? aa 


Naturally! But it” is a thing that is readily dotinbilak 
onge the basis is determined upon. It is not an easy 
matter to do if it is deferred for twonty or thirty years; 
it would have to be built up from year to year and, if done 
aio , te. year, At would be CAS Yo 


tir, Vogenast sells me That the ayere nas done ‘hat itself, 


Not: with respect to the generating plant, whieh is the bulk 
of the property. 


Thay aia: not cone into the piistese unital Silas 
Have they done it with the Om so Power? 
Have tiny 4 done it with the | 


Woy that 1s subdivided, “Ride retary ely tot Magar 
System, * 


as cee prvpertsen of ase. tuhashans dé wih sida iith ean 
determined in the Severn — che Eugenia —~ System? 


So tnt dd en: pbind inet yes, The sinking fumd 
reserve is divided as to mmicipalities, the individual 
maicipality being credited with its proportion of the 
sinking fms pais ins 


Suppose you nad one tandred a Pay uch’ ¢ One 

Humdred fhousand Dollars worth of generating plant; have 

you concluded how much you would charge the new mmicipalities 
omntng in? 


+ dateailnnee ks at that Sees. f a fair rate of Lebeunnt 
amis be 5% we would prepose that a fair plan would be to 
charge in the power costs a varying rate of interest on 
this investment and e¢redit this interest on the reduction 
of the power bills to those mmicipalities which mve sypplied 
that capitel propor tionately to their interest in the capital 
investment, It x the contribution made to the 
capital and with that change from year to year eo. 


Would you take the Gneenston-Chippawm developmnt asa 
separate development and would have a certain interest 
in that? ©" Bai 


Yes, The total generating plant should be considered as 
a unit SA Se Ser He anys is conoerneds 
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MR, ROSS: 


At ‘the por of twenty years a new mmicipality might come ing 
they would pay 5%, or whatever the rate was, and the others 
would ve credited peer stpenealy 


Yes; we Jnow that ‘they are ace ‘lated from year to year. 
The sinking fund payments, made ty several muicipalities, 
in respect of transmission ‘lines and transfomer stations 
ee i & Rowe eRke | oe ae or 


FOu.Aee, PrMPATES - 5G report on that? , 
Yes, if it mects with your approval, — 


I have thought of that question to a certain extent, It 
seems to me that the history of the lydro has gone on 
sufficiently to enable us to protect the future by the curve 
of the past. 1+ seans to me ates rod wer: years, overy 
municipality ‘in Canada will be in eroup, therefore the 

po po boy of that scheme will Ag a pertinent as time 
goes on rather than in its application to the future after 
the emi.of thirty years. Another phase: while there is 

a sinking fumd, as time goes on the capitalimtion is in- 
poet y and you will, never have a total cessation of the 
sinking fund and I can quite see the equity of that, “When 
the Hydro commenced it was a partnership of brothers, so to 
Peni Bee ee. HG, OM, Fd Se eee, ee eee 
person wanted. to.come in, they could come in free, ‘That 
was the basis on which it was started ani I think you will 


find, that the question in, bringing in new municipalities. 


ir, Wegenast shows me a statement ayy ete = equity that 
medh. sranta seeds ty has in the sinking fwuis, _. 


That is only for transmission Lines; not ova stations, 


Hoy whatever: element ds included in the power Coste That 
is in the reporte 


They only deal there with transmissions, 
That is because the cost of the ibdsadeade pum is not 


show in the power costs, 
lt is veing ineluded but not yet for the os dire eee 


It is 4m the bill but does not appear separately. 


‘There is a complete statement somewhere, giving 4 complete 
List of the monielpelities. ani giving. their equities, — 


(after looking at the report} That is property that is owed 
by these particular mmicipalities and not by the Hy i. PC. 


it merely says "All Hydro mmicipalitics", 
(eno tea from. page 280, 1921 Hydre Report). 
‘y do nat think there ‘has been any equity allowed specifically 


to any mmicipality for the equity they have in the Ontario 
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Power GO» . 
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been determined ore 8 of that sinking ‘eu 
provision, which was included in the renal mh tek was 
contributed. by. each oh mmlaipelitye ny sil 


i desaet, tial tues Ls. ase th: Pe PPR Cae 


I doubt. whether the mmicipalities have any equity in the 
Ontario Power Co, The equity that they shoulda slapavip the 
Ontario Power Cos. eens sor itselz, a 


Until 1920 they had not sat ep siuking fukas for the Ontario 
Power Co.; then they begam to set them up, In so far as 
there is any chargé inclwied in the power cost, I should 
say that it fp alenat inevitable that it is included. in_ 
this computation, , 


But it, 1s. mot, Dr, Manilla We have discussed this 
matter with the Accountant of the H,Z,P,¢, and he states 
that they have had it wwler consideration as to whether it 
al ys Rl av * Spanos. tt that. ‘ine 

have not wm ¢ 


t suppose ‘the principle one have already laid down would 
be intended to cover that and the Chippawa as well? 


y= ated tli oc humaine 
was Seb We. 


tn Wasdell, for instance, has there not been sinking fund 
net cn. there oh Weeks ek dae A eked aaNet 


Yes. and. im. the “‘Shoreld Systen I think they did uot cludier 
themsekves boesed ag NR to set it up, but they did set 
it We ‘ 


aun I ‘am referring te is the Niagara System 
to establish a method by 


charged, in ord : 
futare the benefit of what they are contributing to the fund now, 
Yes sim 
What. is your answer to Mr. Red. Ross's contention that in 
thirty years all the mmicipalities will be in the Hydro 
and there will be no chance to operate your method? 
Fhe, me thed. wild. operate. Just the same, — 
Up to that ibon. vas opt event. thas.§ time. 


Yes, ‘bayond that time, 
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“bo 
In 80 far as mew expansion is concerned, 


Let us assume that every mmicipality in the district would 
a ‘receiving power and caitributing to these sinking funds; 
wppose that half a dozen, or more, of these Pie 
vould increase their saa Seth of ac xv away ‘beyond 

general average for all the muicipalities, then Sa hana 
be receiving power out of all proportion to their interest 

in the capital, DO you sev the point? 


NO, they Wold, be paying, for Ate eur 


No they would Only be paying for up to the end of the ‘tabrty 
year perlod, Beyoml that, they would not, 


that looks like a pretty important point, Mr. Gregory. 


The same point would Gone in, as against the sane mmicipslities 
at the present tine, 


It isa question of when this hati ad should be recognized and 
pat inte effect. a 


The effect would be this: sie sii Caine 5 Soa shietaaty 
poreebents ainla do) elh Ne he Ae 
yours Later, | 


What woul ‘this ian reostver" 


He should receive e nominal ra ey ee 
a eee eae of that interest in his cost of 


it isa re of fency; it is not a a of equity. 
The question is how to eany + out ‘without bs es too much 
complication, : 


We have Wie wh Sd, edi a can elit in 
considerable detail, 


There are other features of it ~~ matters of policy, outside 
your line -- as to whether they would have less trouble with 
the mmicipalities by keeping them on a brotherhood alias st 
it makes pleasant platfom talk, ee 


te ae er ah shoulit be thon th patie of. 


the case, 
No; you have nothing to do wits that, 

Does it involve moh work to outline it? 
age gt Shy oe neat si et ia 


attempt to actually calowlate the equity of the various mmici- 
wees ets ag! could be readily determined now because it is a 
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Je Ae ROSS: 
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very short period since the sinking fund provisions have 
beon included in the power costs but, if it were allowed 
to go for & mmiber of years, ae MOREA be Gelte & teeK, 
There may be some statutory changes necessary, in omer to 
define the rights of the mmicipalities; some of them are 
POULT: AEM 

We merely regented them as allowing plenty o2 sth tutes 
Is it left for the ayes to determine? 


that is a loeding question, I would not be prepared to 
maswer that, 


i weppane: @ great deal is left for the Hydro to determine? 


That is about as far as we can go today, 
‘then you will let us have that, lr, Bonthron? 


Yes. Now, generally, Mr, Clarkson's reports show the 


‘situation, but rather condensed, Im other words, our 
Yeports will go into considerably more detail but we have 


no particular cament to make on auy of the figures beyond 
the fact that the accounts of the H.E.P.C. have always 
been kept practically om a cash basis, There are always 
iabilities on the day-to~lay balance sheet, which are not 
shown ~ for instance, capital obligations, Practically 
all the operating charges are taken care of, They are 
pretty careful and Mr, Clarkson is pretty careful. Before 
the so-galled "15th month" power bill is caloulateds but 
there are obligations, in the way of contracts md work 
performed of a capital nature, raming into about half a . 
million dollars, at the date of each balance sheet, which 


axe net Anobiids: 


Should. they be included? 


Seay, x Suhr te Gane: Aree. ghar With regard to the 
accounting system, we will offer some suggestions to strengthen 
its possibly to effect some revisions in the clerical work which 
we consider wmecessary, in comection principally with the — 


construction pay-roll system, The system is inherently sound, 


It is modem and the classification of accomts is very good 
indeed, (Jt is the best that can be obtained, It is based 
upon & teyative classification for water power that has been 
worked out by the Interstate Comuerce Commission of the Uited 
States, We have some minor suggestions but we think it would 
be of advantage that they be adopted, That is being made the 
subject of a — ars That report is nearing com 
pletion. 


By the Ways veal pov aes will be nig wie to us trie time to 


SMOAMEWOR mit 
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MM, MeCLELLAND: 
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time so that,we will haye them for discussion, 
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for instance, oe Seika Sch pa lata 
wight Wp $9 day I. should like to kmow how they are up to date 
tise cape aereiat oh frm you almost im- 


Tn Bbout a week's time you will be getting reports every 
omaploes days. 


I should like to discuss with the engineers, some time next — 
por Mh Ab lca an ee ee eee 
volle Mr, Hanay? . 


I do mot know that 1 am up to date, 5 ll aecaaail 
very simply. on. tims ald, whe aa might Bends. 


There is a trenendous movement of man power - eee 
term & labor turnover ~ % great many mon hired and discharged - 
especially during 1921, . Om that ace the pay rolls 
system was not just as complete as we looked for in an estab- 
lished. busimess but they have checkers to seo that the men 
are on the work every morning ani atternoon and they keep a 
Sd ay ahd 48 ENGR, Nie SEN AES. OE mm. Won, lanes 
in the interval «between, regular pay days. .. In cumection 
with the mates of pay, a6 you lnow, we have given the engineers 
omg of the rates by cceupations on each report but, with 

the apparently irregui. og pf <r iedpideyailie Detail 
paid far thirty (30) hows. imaday-—-. 


That is due to alae I @uppose? 


Partly due $0 overtine mad partly to the tact that they omit 
to report a mants time for a day or two, . Somotima a mn... 
working on a locomotive, would work for a day or two at a 
stretch, In mone of the cases investigated did we find any 
that were clear ixregularities - by thet I mean frawl. . 1 
should like you +o study timt report particularly carefully, 
& lot of tine wea given to thet and.J.am sure that it will give 
you & good impression of just what was done, . The material 
veport - that is on the material system - we have that camplete, 
subject to the fact that w have not received the report from 
the Aecoumtant but the discrepancies are developed as a result 
pr Bn dpe inventories taken in 1921, They did not take 
vegular physical inventories, .. They had a good sytem of | 
stock records but to say whether the system was carried out or 
not is another question and in fact there are large discrep- 
pt rn dag ivy Pyne eo Re mah pcr gd ps 
pn so ge discrepancies mmm into Seven or Light 
Dollars and the myg@rity occurred in mtefials 
sata vlan tpi Babee Vek onien tan, 4 Bainoaniae, 
We are getting a report from the Chief Accomtant on that, 
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‘Tan glad you are getting that, 


‘There is this to be said about it; tink & shoviage of Soret 
Hundred Thousand Doliars, large amount, 
must not mislead you because the cakttias of materials ran 
into many millions and, if we can pin this loss down to steel 
or cement, which were not stored in the storehouse and which 
4+ Withont requisition, then we 


have some informations 
Did they have a good tool chest? 


Shey would aud pasion gs Byers Boaidgce for any shortage of 
miterials that developed the storage records. 


In omer to get o cost of the work, 

That is true trom an accounting stendpoint. The engineers 
would determine that it required so many sacks of cement; so 
many tons of steel, etc. That would be the basis of their 
estimate for valuation, 

heir estimates will not come so close to the books. 

There abould not be that diserepandy 

I do not know of a plant ~ no matter how well 
mm = tit did not eter 2. piston Bi every yoar at inventory 
time, let alone on construction work, 


Do you say, iy, Haney, that Mr, Francia’ estimate of costs 
Should show a. cost at would inelude these meterials? 


They should produce a cost with that; absorb all the materials 
not accoumted for, 


Zhe basis of his appraisal will accomt for the total cost of 
materials. 


We are prepared to report on the progress of the work aml to 
tell you that tho maiber of men employed on the work will be 
reduced to approximtely fifty per cont (504) the end of the 
couing week, This would indicate that the work is nearing 
completion, 


I appreciate that you have no way of determining where the leaks are 


We did not. perform a detailed aulity we would not discover 


‘° 


The only way that those could be discovered was by personal 
supervision, 


AS you gentlemen bring in reports will you, Mr. Bonthron, be 
here? 
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